In recent years, emerging Asian economies have experienced (i) large capital inflows, especially a surge in portfolio inflows, and (ii) an appreciation of asset prices such as stock price, land price, and nominal and real exchange rates. We empirically investigate the effects of capital inflows on asset prices by employing a panel VAR model. The empirical results suggest that capital inflows indeed contributed to the asset price appreciation in this region, although capital inflow shocks explain a relatively small part of asset price fluctuations.
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I. Introduction
The relationship between capital surges and domestic asset price boom is quite relevant in emerging market economies. Emerging market economies have frequently experienced a series of boom-bust cycles that result in economies crisis. It begins with a boom stage of credit expansion, investment increases, asset prices rise, and increasing capital inflows, and ends up with a burst stage when all reverses. The recent coincidence of huge capital inflows and asset price appreciation in Asia gives rise to a similar line of concerns. The policy options to mitigate the adverse effects of huge capital inflows are known to be relatively limited in Asia. Potential difficulties in policy options lie on complicated policy objectives, since there exists trade-offs between domestic and external objectives. higher than the previous peak of $140 billion in 1996, from $26 billion in 1998. Observing this coincidence of rapid appreciation of asset and currency prices and huge capital inflows in recent years, policymakers and academia in the region have expressed concerns that huge capital inflows might be leading to financial instability and adverse consequences on the real economy. Given that financial market stability is critical to macroeconomic management, these trends have become significant factors affecting policy decisions in these emerging Asian economies.
The current surge in capital inflows, especially portfolio inflows in the region, may have been induced by both push factors related to the global environment, and pull factors related to post-crisis changes in the region's economic environment. With low interest rates and declining asset investment returns in advanced economies, investors' demand for investment opportunities in emerging market portfolio assets began to soar, fueled in part by the favorable global liquidity condition. At the same time, several economies in the region relaxed regulatory restrictions on 2 foreign portfolio investments through capital market/account liberalization, further spurring massive portfolio inflows.
Capital inflows can help domestic economies in various ways, but large capital inflows may also produce undesirable macroeconomic outcomes. History tells us that emerging market economies often suffer periods of rapid capital inflows followed by outflows, generating boom-bust cycles. The initial period of capital inflows is often characterized by real exchange rate appreciation, domestic credit expansion, consumption and/or investment booms, and asset price bubbles. Over time, the process tends to reverse itself: net capital inflows turn into net outflows and boom turns into bust, with adverse consequences for local asset prices and, often, the real economy. In fact, several studies have shown that the Asian crisis in the 1990s was related to excessive capital flows. 2 Then, as massive capital inflows and asset price appreciation are observed in the initial stage of boom-bust cycle, the recent coincidence of huge capital inflows and asset price appreciation in emerging Asian economies has raised concerns on the possibility of future crisis.
There are several channels that capital inflows may result in an increase in asset prices.
First is a direct channel that affects the demand for assets, and then increases asset prices. In addition, there can be a spill-over effect to other financial markets such as real estate market subsequently. Second is a liquidity channel such that capital inflows may result in an increase in money supply and liquidity, unless fully sterilized, which in turn can boost the asset prices. Third, capital inflows tend to generate economic booms of the country, and then lead to an increase in asset prices.
However, recent asset price surge in emerging Asian market economies can be due to some other factors than capital inflows. For example, the recovery from the Asian Financial crisis and a better economic perspective of the Asian countries may have also led to asset price increases.
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Monetary expansion and low interest rates of these Asian countries, originating from the recession in the late 1990s and early 2000s, may be another factor explaining the asset price booms. The exchange rate appreciation against the U.S. dollar may also be explained by the massive U.S. current account deficit and national debt problem.
On the other hand, some recent studies provide some interesting insights on asset bubbles and capital inflows. Caballero and Krishnamurthy (2006) argue that in emerging markets with shortage of stores of value and financial repression, dynamic inefficiency prevails and they are easy to create asset bubbles. They reproduce bubbles dynamics in emerging economies with capital flows; capital inflows increasing domestic liquidity during the growth phase of the bubble, but when the bubble crashes, capital flows reverse, domestic credit and investment falls. On the other hand, Ventura (2002) insists that bubbles act as a substitute for international capital flows, improving the international allocation of investment and reducing rate of return differentials across countries. These studies suggest that there can be asset price bubbles, even when foreign investors are not allowed to directly access domestic asset markets. Further, Ventura (2002) suggests that asset price appreciation can be observed in the economy without any capital inflows 3 .
To shed some light on these issues, we empirically investigate the effects of recent surges in capital inflows on appreciations of asset prices in emerging Asian economies. There have been some empirical studies on the effects of capital flows or capital account liberalization. Some studies discuss macroeconomic effects, for example, Kim, Kim, and Wang (2004) , Montiel (1996), Agenor and Hoffmaister (1998) , Corbo and Hernandez (1994), and Jansen (2003) . However, there are not many studies that focused on the effects on asset prices. We examine whether the recent increase in asset prices is due to capital inflows, and if so, how much is due to capital flows. To discern the potential effects of these increase portfolio inflows and policy implications of these increased portfolio inflows, it is essential to assess their impact on the region's capital markets.
We construct panel VAR model to address the issue. First, VAR models are data-based with 3 Refer to Tirole (1985) .
4 a relatively small number of restrictions. Such empirical framework is useful to document empirical facts. Second, the effects of capital inflows are expected to be inherently dynamic. For example, foreign capital inflows may affect different types of asset markets with different timings. VAR models are useful in inferring dynamic effects. Third, panel framework is used since the sample period under consideration is relatively short.
Section II summarizes trends in capital inflows to the region and asset prices and exchange rate, and discusses the potential effects of capital inflows on asset prices and exchange rates.
Section III provides an empirical analysis on the effects of capital inflows and foreign portfolio inflows on asset prices using panel VAR models. Section IV provides a conclusion to this study. Figure 2 ) 5 . These inflows are close to 5% of GDP, which is lower than 7% of mid-1990s, but the trend is increasing (see Figure 1 ). China has been the main destination for these capital flows since 1993. In 1992, the share of China's capital inflows to the total capital inflows of these economies was 17%, but it increased dramatically to 73% in 2005. There are a couple of considerations with regard to the shift in the composition of capital flows to the region. The first is that the variability of overall flows may be a bit lower. In general, experience shows that FDI has been the least variable type of capital flow, while bank loans vary the most. Portfolio equity flows are nearly as variable as bank loans. However, as stock and bond market depth and liquidity increase, there is evidence that the volatility of FDI and debt securities flows may increase (Lipsey 1999 , Albuquerque 2003 . Second, there are important differences in 7 the consequences of flow reversals. As compared with bank lending, FDI is less subject to sharp reversals. For portfolio investments in debt and equity markets, the direct impact of reversals is less likely to severely affect the economy because asset equity price adjustments will quickly reduce the BOP impact of sudden large outflows. There are, of course, potentially significant indirect transmission channels to the real economy-through wealth effects on spending and, more seriously, potential banking sector exposure to asset markets through securities holdings or through credit exposure to investors.
II. Recent Trends and Impacts of Capital Flows in Emerging Asian Economies
II.2. Recent Trends in Asset Prices and Liquidity in Emerging Asian Economics
There is a general tendency that asset price increases and exchange rates appreciate in emerging Asian economies. Figure 6 shows the equity prices for four ASEAN countries, China, and
Korea. In these countries, stock prices increased sharply in recent years. Table 1 shows the percentage changes in foreign exchange reserves. Foreign exchange reserves of these countries have increased rapidly in recent years. While these economies have been running sizeable amounts of surplus on their current accounts, they have also piled up large capital inflows. The bulk of the current account surpluses and capital inflows have been sterilized and added to their reserves, for these countries want to stabilize either the nominal or real effective exchange rate with the objective of maintaining their export competitiveness. Although the sterilization of reserve accumulation was substantial, money supply (M2) also tended to increase sharply in some countries, which may imply that the sterilization was only partial.
II.3. Effects of Portfolio Inflows on Capital Markets
Capital inflows may result in an increase in asset prices and an appreciation of the nominal and real exchange rates. We summarize the main mechanisms in this section. Capital inflows can affect asset prices in three ways. First, foreign portfolio inflows can directly affect the demand for assets. For example, capital inflows to the stock market increase the demand for stocks and increase the stock price. In addition, portfolio inflows may affect other markets subsequently. For example, as capital flows into the stock market, the stock price increases but the expected return on stocks may decrease. Then, investors may seek higher returns on other asset markets, such as the real estate market and the bond market, and give upward pressure on other asset prices.
Second, capital inflows may result in an increase in money supply and liquidity, which in turn may boost the asset prices. Capital inflows tend to appreciate the nominal and real exchange rates. To avoid exchange rate appreciation, monetary authorities must intervene in the foreign exchange market. Monetary authorities cope with excess demand for local currency (due to capital 9 inflows) by buying foreign currencies following capital inflows. This results in an accumulation of foreign exchange reserves and, accordingly, domestic money supply. When this leads to an increase in liquidity flows into asset markets, asset prices may surge. The foreign exchange intervention may be sterilized by selling government securities through an open market operation. However, if sterilization is partial, then liquidity and asset prices may increase.
Third, capital inflows tend to generate economic booms in a country and lead to an increase in asset prices. Past studies have documented economic booms often following capital inflows.
Monetary expansion following capital inflows may lead to economic booms. Capital inflows due to a fall in the world interest rate may lead to consumption booms and investment booms. A lowering world interest rate would also decrease the domestic interest rate, which may lead to investment booms. For a debtor country, a fall in the world interest rate will induce income and substitution effects, which may lead to consumption booms.
Capital inflows tend to appreciate nominal and real exchange rates. In a floating exchange rate regime, foreign portfolio inflows would directly affect the demand for domestic currency assets, which leads to appreciation in the nominal exchange rate. Combined with sticky prices, the real exchange rate can also appreciate. On the other hand, if the monetary authority intervenes in the foreign exchange market, then the nominal appreciation may be avoided in a managed floating regime. However, the real exchange rate may still appreciate. As discussed, consumption and investment booms are likely to increase the price of non-traded goods more than the price of traded goods because the supply of non-traded goods is more limited than the supply of traded goods.
As evidenced by the concurrent surges in portfolio inflows, asset price increases, and exchange rate appreciation in the data, there may be substance to the assertion that a recent surge in portfolio inflows increased asset prices and added to appreciation pressure rates. Furthermore, there was an increase in money supplies, despite a substantial sterilization of foreign exchange reserve accumulation.
However, other factors may explain asset price increases and exchange rate appreciation in 10 the Asian countries. The recovery from the Asian Financial crisis and a better economic perspective of the Asian countries may have also led to asset price increases. Monetary expansion and low interest rates of these Asian countries, originating from the recession in the late 1990s and early 2000s, may be another factor explaining the asset price booms that these countries have experienced.
The exchange rate appreciation against the U.S. dollar may also be explained by many other factors.
For example, the massive U.S. current account deficit and national debt problem may have also caused the depreciation of the U.S. dollar. In the following section, we try to formally assess the effects of portfolio inflows on asset prices and exchange rates.
III. Empirical Analysis
III.1. Panel VAR Model
We examine the effects of foreign capital inflows on asset prices using panel VAR (Vector Auto-Regression) models. VAR models provide useful methodology to investigate this issue. First, VAR models are data-based with a relatively small number of restrictions. Such empirical framework is useful to document empirical facts. Second, the effects are expected to be inherently dynamic. For example, foreign capital inflows may affect different types of asset markets with different timings. VAR models are useful in inferring dynamic effects. Third, panel framework is used since the sample period under consideration is relatively short.
Let's assume that an economy i is described by the following structural form equation:
where 
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We pooled the data and estimated the following reduced form panel VAR with the individual fixed effect:
where c i is an m×1 constant matrix, B(L) is a matrix polynomial in the lag operator L, and
There are several ways of recovering the parameters in the structural form equation from the estimated parameters in the reduced form equation. The identification schemes under consideration impose recursive zero restrictions on contemporaneous structural parameters by applying Cholesky decomposition to the reduced form residuals, Λ, as in Sims (1980 
III.2. Empirical Model
In the basic model, the data vector, i t y , is {Y, P, CAP, SP, LP} where Y is output, P is the log of the price level, CAP is capital inflows or portfolio inflows (as a ratio to trend GDP), SP is the log of the stock price and LP is the log of the land price. 8 We included CAP, SP, and LP since they are the main variables of our interests. Y and P are included to control for the factors that can affect asset prices.
The factors or variables affecting domestic asset prices can be divided into three types. First, certain factors affect domestic asset prices mostly through changes in foreign capital inflows. For example, a change in the foreign interest rate changes foreign capital inflows and thereby affects domestic asset price. Second, certain factors affect domestic asset prices mostly through channels other than foreign capital inflows. For example, an increase in the price level (which may be the result of monetary expansion) may increase domestic asset prices, but in this transmission, foreign capital inflows are not likely to play an important role. Third, there are certain factors that affect 7 Specifically, we generate the standard error bands based on a Bayesian method, as described in RATS Manual. We also experimented with the difference specifications of Y, P, SP, and LP. Results do not change qualitatively. 8 A linear trend in GDP is assumed. Assuming different types of trend such as quadratic trend do not affect the results much.
12 domestic asset prices not only through changes in foreign capital flows but also through other channels. For example, a change in the domestic economic condition induces foreign capital inflows and then affects the asset prices. But a change in the domestic economic condition also influences investments by domestic investors and thereby affects asset prices.
In the basic model, we control for the second and the third types of factors to analyze the effects of capital inflows on asset prices. We include the second type of factor in the model because there may be an omitted variable bias if an important factor is not included in the model. We also include the third type of factor in the basic model. If we exclude this type of factor in the model, then all the effects of this factor, including the effects through channels other than changes in capital inflows, may be captured as the effects of foreign portfolio inflows. On the other hand, the first type of factor affects the asset prices mainly through the changes in capital inflows. Therefore, to analyze the effects of capital inflows, it is unnecessary to include this type of factor in the model.
Aggregate output is the most important variable that represents the domestic economic
condition, which may affect asset prices both through changes in foreign capital inflows and through other channels (the third type). The aggregate price level shows the nominal and monetary condition of the economy, which can also affect asset prices (the second type).
Regarding the ordering of the variables, aggregate output and aggregate price level are assumed to be contemporaneously exogenous to other financial variables in the system. The underlying idea is that real economic activities and the aggregate price level respond to changes in economic condition sluggishly but the financial sector reflects all the information immediately. This type of identifying assumptions are suggested by Sims and Zha (2006) , and widely used in other studies such as Kim (1999) and Kim and Roubini (2000) .
In addition, by ordering the aggregate output and the price level before capital inflows, structural shocks to capital inflows are constructed as conditioned on the current (and lagged) aggregate output and the price level. Given that we would like to control for those variables in identifying structural shocks to capital flows, this ordering is ideal for our purpose.
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On the other hand, capital inflows are assumed to be contemporaneously exogenous to asset prices. This type of assumption is used by Kim, Kim, and Wang (2004) and Froot, O'Connell, and Seasholes (2001) . In principle, stock prices can affect foreign portfolio inflows. High past returns may signal high future returns when momentum is an important determinant of expected return.
Therefore, high past returns may induce foreign portfolio inflows. However, even in momentum trading, a very transitory change in asset prices is not likely to significantly affect foreign portfolio inflows. Therefore, the assumption of contemporaneous exogeneity of foreign portfolio inflows to stock price may be justifiable. On the other hand, there is not much foreign capital that directly flows into the real estate market in these economies. Therefore, the case of momentum trading is not particularly applicable to the case of land price, and the assumption of contemporaneous exogeneity of foreign portfolio inflows to land price is reasonable.
In order to make the assumption on stock price more reliable, the data on stock price is constructed as the end of the period value. 9 Consequently, capital inflows are a flow variable that represents the activities during the period while stock price represents the value at the end of period.
Therefore, the assumption that other variables such as capital inflows are contemporaneously exogenous to stock price is a reasonable one.
Finally, notice that the ordering between Y and P and between asset prices does not matter when we examine the effects of shocks to capital inflows.
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In addition, we have constructed various extended models. First, we have considered some extended models with other factors that may affect asset prices through channels other than capital inflows. The extended model is: {Y, P, X, CAP, SP, LP}, where X is a new variable. We order X before CAP to control for both current and lagged factors in identifying structural shocks to capital flows. We consider the domestic short-term interest rate and capital outflows. Low domestic interest rate may increase asset prices while capital outflows may decrease asset prices.
Second, to examine the effects on other relevant variables such as the nominal and real 9 Using daily stock price data, the stock price at the last date during the quarter is constructed. 10 Refer to Christiano, Eichenbaum, and Evans (1999) .
effective exchange rates, we have added a new variable to the basic model. Since it is not clear whether capital inflows are contemporaneously exogenous to exchange rates (and vice versa), we consider two types of models with different orderings: {Y, P, X, CAP, SP, LP} and {Y, P, CAP, X, SP, LP}, where X is the nominal or real effective exchange rates.
We consider five countries in our model: South Korea, Malaysia, Indonesia, the Philippines, and Thailand. 11 The estimation period is from the first quarter of 1999 to the first quarter of 2006.
Quarterly data is used. 12 We exclude the period prior to 1999 since economic behavior before and after the Asian crisis may be considered inconsistent within the framework of our study. A constant term and four lags are assumed. 
III.3. Empirical Results
Figures 11 and 12 report the impulse responses of each variable with one standard error band (68% probability bands) per 10 quarter horizon. The names of shocks are reported at the top of the graph in each column. The names of responding variables are reported at the far left of the graph in each row. Figure 11 shows the results for the system including capital inflows while Figure 12 reports the results for the system including portfolio inflows.
Although we are mostly interested in the effects of capital inflow shocks and other shocks do not have much structural interpretation, we provide some explanations on the effects of other shocks to understand the general picture. Positive shocks to RGDP and PGDP tend to increase the asset prices over time. PGDP shocks have a very strong effect on asset prices while RGDP shocks have a weak effect. We included these two factors in order to control for the factors that affect asset 15 prices possibly through channels other than portfolio inflows. Since we have found that these factors indeed affect asset prices significantly, we may say that at least some factors are controlled.
On the other hand, these two shocks do not seem to affect capital flows or portfolio flows strongly.
Therefore, we may infer that these two shocks affect asset prices without changing capital inflows much, that is, mostly through channels other than capital inflows.
Then, we examine the effect of a positive shock to capital flows, which is of our main interests. To infer the nature of capital flow shocks, first we can see the responses of capital flows.
Capital flows increase by 4% of trend GDP on impact. In the next quarter, the surge in capital flows decrease, but still capital flows increase by about 0.6% of trend GDP, and this modest surge continues over the next two years or so.
In response to capital flow shocks, the stock price increases for three quarters. The increase in stock price is about 2-3% for the first three quarters. The land price also increases, but in general the increase is more delayed than the increase in stock price. Land price increases about 1% on impact, and it further increases up to three quarterly after the shock, and then decreases back to the initial level. The maximum effect of the 1.5% increase is found in the 3 rd quarter after the shock.
The effect of portfolio inflows on asset prices is similar on the whole, but the effect seems to be weaker. Stock price increases on impact by about 1.5%, and decreases back to the initial level in three quarters. The land price increase is delayed, and the maximum effect, about 1% increase, is found in about five or six quarters after the shock. These weaker effects seem to be related to the nature of portfolio inflow shocks. Portfolio inflows increase at about 2.5% on impact and decreases back to the initial level in the next period. That is, shocks to portfolio inflows are smaller and less persistent, which may explain why the effects of portfolio inflows shocks on asset prices are weaker than those of capital inflows.
It is also interesting that neither capital inflow shocks nor portfolio inflow shocks affect domestic output and price much; the responses of output and price level are not significantly different from zero with 68% probability. Finally, positive shocks to asset prices increase capital 16 inflows and portfolio inflows, although the effect is not particularly strong. Increasing asset prices may attract foreign investors and induce capital inflows.
To further confirm the above results, we report the results from extended models that additionally include domestic short-term interest rate or capital (or portfolio) outflows in Figure 13 . Figure 13 shows the effects of capital inflows (or portfolio inflows) shocks on capital inflows (or portfolio inflows), stock prices, and land prices. 'CAP-R,' 'CAP-OUT,' 'PORT-R,' and 'PORT-OUT' stands for the model with capital inflows and short-term interest rates, the model with capital inflows and capital outflows, the model with portfolio inflows and short-term interest rates, and the model with portfolio inflows and portfolio outflows. In these models, the results are qualitatively similar to those of the basic five variable model.
Then, we report the effects of capital inflow (and portfolio inflow) shocks on the real and nominal effective exchange rates, using the extended model that additionally includes the real or nominal effective exchange rates in Figure 14 . The name of the type of shocks (either capital inflows shocks or portfolio inflows shocks) and the name of the responding variable (either NEERnominal effective exchange rate -or REER -real effective exchange rate) and the structure of the model ("exog" indicates the model in which exchange rate is contemporaneously exogenous to capital inflows -otherwise, the model in which capital inflows is contemporaneously exogenous to exchange rate) are defined at the top of each graph.
Positive capital inflow shocks lead to real and nominal appreciation, which is different from zero with 68% probability in all specifications. The effects of portfolio inflow shocks are weaker, but nominal and real exchange rates tend to appreciate in all cases. Also, note that in most cases, the responses of the nominal effective exchange rates are very similar to those of the real effective exchange rates, which suggests that real appreciation is mostly induced by nominal appreciation.
In summary, a surge in capital inflows or portfolio inflows has positive effects on asset prices. Stock price increases immediately as capital inflows directly hit the stock market. The land price increase is more delayed, which may be explained by a spill over effect. The real effective exchange rate appreciates, which is mostly explained by a nominal appreciation. However, the effects of capital inflows on the macro-economy seem to be limited, showing that output and the aggregate price level do not respond much.
Next, we further inquire into to what extent variation in asset prices are explained by capital inflow shocks by applying forecast error variance decomposition to asset prices. Table 3 reports the results for the basic empirical models. Portfolio inflow shocks explain no more than 5% of stock price and land price fluctuations in any horizon within 8 quarters. The contribution of capital inflow shocks is larger, but still not very significant. Capital inflow shocks explain less than 8% of stock price fluctuations in any horizon within 8 quarters. They explain less than 14% of land price fluctuations in any horizon within 8 quarters as well. Based on these results, although capital inflows affect asset prices significantly, it might be difficult to argue that the recent asset price surge in these emerging Asian countries is mostly due to the recent increase in capital inflows.
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Finally, we find that capital inflows surge in these emerging Asian countries, and the empirical results suggest that capital inflow shocks do have some responsibility for the rise in asset prices in recent years. Therefore, the next question is whether the current surge in capital flows may ultimately destabilize the macro-economy as we have seen historically, for example, during the Asian crisis in the late 1990s. In this regard, we may say that a devastating crisis is less likely to occur in upcoming years compared to the late 1990s, although we cannot entirely exclude the possibility. First, the nature of the capital inflows is different. In the 1990s, a large portion of the surge in capital inflows was short-term debt, but an increase in foreign portfolio inflows is a major part in recent years. Second, the exchange rate had been more tightly controlled in the 1990s, but these countries have adopted more flexible exchange rate arrangements after crisis. Third, these countries (e.g., China and Korea) have built up massive foreign exchange reserves, and a regional cooperation system has been arranged since the Asian crisis. Fourth, banking and financial sectors 18 have been strengthened and there have been quite a few structural reforms in these countries. In addition, our empirical results also show that capital inflow shocks do not significantly boost the macro-economy, which may imply that the boom-bust cycle theory is less likely to be applied in the current case.
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IV Conclusions
In recent years, emerging Asian economics experienced (i) large capital inflows, especially a surge in portfolio inflows, and (ii) an appreciation of asset prices such as stock prices, land prices, and nominal and real exchange rates. We first documented the recent trend in capital inflows and asset prices in these countries, and reviewed how a surge in capital inflows can increase asset prices.
Emerging economies in Asia are using a variety of policy measures to deal with large capital inflows and asset price hikes, including mitigating currency appreciation pressure by implementing sterilization measures, encouraging capital outflows, and tightening credit growth by increases in lending rates and required reserves. However, potential difficulties in policy options lie on complicated policy objectives, since there exists trade-offs between domestic and external objectives. Most Asian economies have taken the export-oriented growth strategy. Nominal (or real) exchange rates are so important to keep export price competitive advantages. Under these circumstances, massive sterilization is necessary. However, the fact that not only the sterilization is partial, but also the increasing opportunity cost of sterilization brings about increasing liquidity in domestic markets, which might contribute to asset price hikes. If monetary authorities target asset prices, the monetary policy in emerging Asia becomes more complicate since capital flows influence both exchange rates and domestic liquidity, which in turn possibly affects asset prices.
In order to shed some light on these issues, we empirically investigated the effects of capital inflows on asset prices by employing a panel VAR model. The empirical results suggest that capital inflows indeed contributed to the asset price appreciation in emerging Asian economies, although capital inflows shocks explain a relatively small part of asset price fluctuations. Positive 19 capital flow shocks increase stock prices immediately and land prices with some delays. They also appreciate the nominal and real exchange rates. Source: Asian Development Outlook, Asian Development Bank 4.8
